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The main aim of this teaching case is to gain knowledge on the accounting information system 
being used in a retail industry for capturing business transactions namely sales, purchases and 
inventory. It was also to record nature of operational activities, documents, journals, controls, 
type of system used and the flow of accounting data in the chosen organization. Students were 
expected to conceptualize the actual system by using graphical documentation techniques such as 
data flow diagrams, flowcharting, and, research, events and entity (REA) diagram.  
 
CASE SYNOPSIS: 
The current case intended to understand and analyze the business process of a retail store, 
namely DEMAK Mart (not a real name). Specifically the case focused on three main business 
processes which were sales process, purchases process and inventory process. The primary data 
was collected through face to face interview with the person in charge, Mr. Azwam Zainudin 
(not a real name). He was responsible for operational and business processes of DEMAK Mart 
and had been working for the company for four years.  
 
 





We took this opportunity to express our appreciation to Mr. Azwam Zainudin (not a real name); 
executive retail division of DEMAK Mart, whom had been willing to share with us, all the 
relevant information about the company’s business processes. 
 
INTRODUCTION: 
This teaching case was prepared for a course titled, ACC4071 Analysis and Design of 
Accounting Information Systems (ADAIS). Specifically, it would cover two chapters under 
business process components namely, sales and purchases cycles. This course is compulsory for 
all accounting students.   
 
BACKGROUND OF THE CASE ORGANIZATION: 
DEMAK Mart stores have emerged as one of the core business activities for ABC Trading Sdn 
Bhd (not a real name) with 198 outlets nationwide. ABC Trading Sdn Bhd (ATSB), formerly 
known as ‘Bahagian Kedai-Kedai XYZ’ was established in 1968 under the Land Development 
Ordinance 1956 that initially operated 3 units of retail grocery outlet under XYZ (not a real 
name) schemes in rural areas of Malaysia namely Sg. Buaya, Gedangsa and Sg. Klah. The 
primary function of DEMAK Mart was to provide the basic products and necessities to the XYZ 
settlers such as rice, flour, oil and sugar. The administration and management of DEMAK Mart 
was conducted by XYZ.  
 
In order to strengthen the operation and business, DEMAK Mart had undergone extensive and 
successful re-branding exercises that included modern layout and concept, varieties of product 
offered while all the staff had gone through several training programs on modern retailing. 
DEMAK Mart also participated in Government Transformation Programs through TUKAR 
(Transformasi Kedai Runcit). The installation and implementation of modern and integrated POS 










Based on findings from interview conducted on April 7, 2014, basically, there were three main 
business processes that specifically had been discussed during the interview. They were as 
below.  
 i) Cash Sale Process 
 ii) Credit Sale Process 
 iii) Purchase Process 
 iv) Inventory Process 
 
i) Cash Sale Process Descriptions 
In DEMAK Mart, there were two types of sales processes which were cash sales and credit sales. 
The cash sales process in DEMAK Mart started when the customer picked the goods and went to 
the counter to make the payments. There were three types of customers, ordinary customers, 
employees of XYZ and XYZ’s settlers.  
The informant explained that: 
 “For the cash sales, when customer buys the products, the cashier will scan the product and 
customer produces payment. The customer will get a receipt and goods.  The X-Retails (the POS 
system) will capture the sale in the system”. 
 
The cashier at the counter scanned the barcode of the goods by using a barcode scanner. The 
barcode indicated the required information about the products such as price and item number. 
The scanner transmitted this information to the barcode system. This system allowed DEMAK 
Mart to efficiently manage its inventories, tracked the goods within the store, and made correct 
decisions based on the current stocks. 
 
Based on the information, the system automatically tracked and updated the inventory into the 
inventory database. Then, the system retrieved the price and name of the product. This 
information was transferred to the cashier and the total cost of the goods purchased was 
displayed on the screen. The cashier received the payment from the customer and he or she 
would key in the payment into the system and returned the balances to the customer. The system 
recorded the transaction and payment made by the customer. This payment indicated that the 




sales transaction was completed. The receipt was generated automatically and this receipt was 
kept by the customer.   
 
ii) Credit Sale Process Descriptions 
Generally, the process of credit sales was quite similar to the cash sales except for the payment. 
Under credit sales, the payment was made by the customers later. Similar to cash sales, the 
process started when the customer walked into DEMAK Mart, then picked some items and 
showed them to the cashier. Then, the customer informed the cashier that he or she wanted to 
buy the goods on credit. Then, the cashier entered the name of the customer into the system in 
order to check the credit balance of the customer. The system tracked the customer’s name in the 
database. The information about the customer’s credit balances was retrieved by the system. This 
information was transferred and displayed on the cashier’s monitor. If the customer’s credit 
balances below the limit, the cashier could precede with the sales transaction. If otherwise, the 
customer needed to pay the goods by using cash.  
 
The cashier then used the barcode scanner to scan the barcode of the goods. Then the system 
tracked the inventory by referring to the information from the barcode. As the customer wanted 
to make the payment later, the system would update the customer’s credit and record the sales in 
the database. Then, the system retrieved the price and name of the product. Next, the system 
transferred the information and the total cost of the goods purchased was displayed on the screen. 
The receipt was generated automatically and it was given to the customer. Before customer left, 
the cashier updated the customer’s credit sales manually in the excel account named ‘Akaun 
Jualan Hutang’ (AJH). The receipt number and amount owed were recorded in AJH and the 
customer confirmed the transaction by signing the AJH. Then this account was kept in the AJH 
file. AJH was a manual update that recorded all the credit sales of customers. It was also used 
when the customers paid the amount owed. In AJH, the cashier had to record; name of customer, 
receipt number, total debt and total paid. The customers needed to sign the AJK as a proof. 
The company sets the maximum amount of credit limit for a sale credit. The credit limit was 
slightly different for each category of customers. For XYZ’s employees, it depended on the level 
of income and marital status. For example, for a married executive, the maximum credit limit 
was RM350 per month.  





However, the company did face difficulties in collecting debts especially from XYZ settlers. As 
mentioned by the informant. 
“It happens when they at first work with us who later on they become self planting settlers 
‘peneroka tanam sendiri’ and therefore we are unable to deduct their debts from the salary 
slip.” 
 
iii) Purchase Process Descriptions 
The purchasing process of DEMAK Mart started when the respective store manager requested 
for goods by issuing purchase requisition that must first be approved by the district manager. 
One of the requisition copies was kept in the file of the store while the other copy was sent to the 
merchandising department of ATSB Trading.  
 
Once the purchase requisition was received by the department, the purchase order would be 
processed. It started from authorizing the requisition by the merchandising manager. The 
approved requisition was keyed into the system where the order was processed in the database of 
purchase order. Then, the database would generate two copies of purchase order document. One 
was filed in the merchandising department and another one was given to the supplier. 
 
After the delivery completed, the supplier sent an invoice to the accounting department, the 
person in charged updated the order in the database to reflect the transaction. This marked the 
end of the DEMAK Mart’s purchasing process in acquiring the goods. The purchasing process 
can also be done through a centre named as the central distribution center (CDC). The centre 
handled the distribution of stock to all branches of DEMAK Mart.  
The informant elaborated further on CDC procedure: 
“First, DEMAK Mart will send purchase requisition to merchandising department (ABC 
Trading). So, merchandising department will then send the purchase order to supplier. After 
that, supplier will send the goods to CDC and CDC would distribute to respective branches of 
DEMAK Mart” 
 




A graphical explanation was shown in figure 1 below. 
 
GENERAL FLOW OF CENTRAL DISTRIBUTION CENTRE (CCD) 
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iv) Inventory Process Descriptions 
The inventory business process in DEMAK Mart started when DEMAK Mart received the goods 
order. Then, DEMAK Mart obtained a copy of delivery order (DO) or invoice that used as 
evidence that they had received the stock. The DEMAK Mart’s manager authorized the stock 
received by a sign as ‘pengesahan penerimaan stok’ (PPS). After the goods were authorized, the 
respective personnel needed to key in the stock received into the system. The information was 
updated in inventory master file. This was carried out because, DEMAK Mart wanted to keep 
track on the movement of their stock. The last part of inventory process was arranging the stock 
at shelf for sale. In general, DEMAK Mart did not keep the stock too many in their store because 
it was costly for them since they had to incur additional storage cost. So, the quantity of goods 
was depending on forecasted demand of the customers.  
 
CONCLUDING REMARK 
In conclusion, DEMAK Mart was one of the well-established grocery stores in rural areas of 
XYZ in Malaysia. DEMAK Mart was established to serve the need of settlers who live in the 
XYZ settlement. From our discussion, DEMAK Mart was equipped with good system and 
business processes which really help them in managing its daily activities. Besides that, the 
company was also supported by many supporting units under ATSB in order to ensure the 
efficiency and effectiveness of its operations. Nevertheless, from our interview, we noticed that 
DEMAK Mart had faced debt collection problem especially from self planting settlers. DEMAK 
Mart needed to address this problem before it became too late! 
 
Set of questions for class exercise: 
a. Refreshing/warming –up questions: 
1. What nature of business the case involved? 
2. Name business processes explained in the case. 
3. In each business case identified, list down documents involved. 
4. Discuss retails business industry in Malaysia. From small groceries (sundry shops 
in villages or residential areas) to medium size (i.e. SpeedMart) to large 
supermarket (i.e. Tesco). 
5. Identify strengths and threats of retail industry in Malaysia 





b. Specific topics/chapters questions: 
1. Identify strengths in the business processes in the case. 
2. Identify weaknesses in the business processes in the case. 
3. Identify information, communication and technology (ICT) tools used in the case. 
4. Recommend possible solutions to solve the weaknesses as identified in b(2). 
5. Create a context diagram of business process identified earlier. 
6. Create a logical data flow diagram (DFD) level 0. 
7. Draw a flowchart for cash sales process. 
8. Draw a flowchart for credit sales process. 
9. Draw a flowchart for purchases process. 
10. Draw a flowchart for inventory process.  
11. Draw an REA depicting the relationship in the business processes identified. 
12. Why proper accounting information system importance in business organizations 
like in the case? 
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